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WHOLESALE PRICE INDEX NUMBERS, 1913-1946 


Introduction 


The purpose of this bulletin is to provide a consolidation of the monthly ° 
figures on wholesale prices which are published in "Prices and Price Indexes, 
Monthly". A similar bulletin on wholesale price indexes was issued in 1942. 


Analysis of Recent Price Movements 


PRICE INCREASES DURING THE WAR AND FIRST POST-WAR YEAR 
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Wartime Sept. 1945 1939S 


1939 to to to 
Sept. 1945 Sept. 1946 Sept. 1946 
% increase % increase % increase 
General Wholesale Prices f 56.2 ~ 5.61 PCIE | 
Vegetable Products J biee eanheae| # 52.9 
Animal Products # 44.4 e705 # 54.6 
Fibres and Textiles # 51.3 £ 6.97 ¢ 41.3 
Wood Products # 48.5 ~ 8.88 ~ 65.6 
Iron and its Products aay # 9.82 ~ 30.6 
Non—ferrous Metals # 11.8 # 13.69 ¢ 25.8 
Non-metallic Minerals # 18.5 ¢ 1.18 # 20.3 
Chemicals f ehel - 4,84 PANE E 
Producers! Goods eal 6 Z 5.38 Ve aul 
Consumers! Goods # 30.0 ~ 5.58 / 53.6 
Building and Construction 
Materials # 36.5 f 6.38 # 50.6 
Raw and Partly Manufactured f¢ 55.2 * 2.76 f£ 60.4 
Fully and Chiefly Manufactured # 24.6 ~ 6.06 f 52.4 
Canadian Farm Products # 61.0 f 5.66 471.9 
Canadian Farm Field ¢ 13.4 - (Oe5L f 83.4 
Canadian Farm Animal f# 47.2 + 8.12 # 59.1 
Grains f# 96.3 ¢ 0.88 # 98.1 
Livestock f¢ 64.1 £11.47 7 84.2 
Milk ¢ 34.8 x 6.69 ¢ 43.9 


It is interesting to note that those groups which showed the largest 
price increases during the war, subsequently rose less than the others. For instance, 
vegetable and animal products rose approximately 50 per cent between August 1939 and 
August 1945, but levelled off soon after. On the other hand, iron and steel and 
non-ferrous metals, which rose only 10 or 20 per cent during the war, both rose 
another 10 per cent at least during the reconversion period. Raw materials rose more 
than fabricated goods during the war, but less during the following year. Even within 
the farm products group, field products rose more than animal products during the war 
and less after. These data are indicative of price displacement and re-alignment in 
general, during the first year of peace. 

The last column of the above table shows the present standing of the 
various groups as a percentage over and above their 1939 standings. If the 1939 
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standing of any particular group were very low at that time, then it would show up as 
a high figure in this column. This is particularly the case with grains. But with 
this qualification in mind, it is still possible to make a rough comparison of the 
various increases over the past seven years, Canadian farm products showed the largest 
imcrease. The next largest increase was for wood products (65.6 per cent above the 
1939 standing) with lumber alone being up 79.5 per cent. Fibres and textiles as a 
group were up 41.3 per cent over 1939, but cotton textiles rose only 29.1 per cent. 
The iron and steel group; non-ferrous metals, non-metallic minerals and chemicals 
were all up by approximately 20 to 30 per eent. Producers!’ goods were up 50 per cent 
as compared with 34 per cent for consumers’ goods. Running a close parallel, raw and 
partly manufactured goods were up 60 per cent as compared with 32 per cent for fully 
and chiefly manufactured goods. This is a repetition of the often observed fact that 
end products tend to be less fluid in price movement than products at earlier stages of 
ajetribution or fabrication. Further evidence on this point, insofar as broad in- 
dexes may be admitted as evidence, is that retail prices of goods entering the official 
cost of living index (exclusive of services) rose only 33.7 per cent in the same period 
that wholesale prices rose 44.7 per cent. The effects of wartime subsidies are dis- 
cussed in the section on construction and content of wholesale price indexes. 


Probably the most outstanding feature of the above table is the low de— 
gree of digpersion among the various groups. This is just the opposite of the expe— 
elance in World War I, as is shown below. 

COMPARISON OF RECENT PRICE MOVEMENTS WITH THOSE OF WORLD WAR L 
Price Increases, 1913 to 1926 


Total 
War and Total 
Early Karly War and 
Wartime Expansion Expansion Expansion 1913 
1913 to Sept. 1918 1913 to 1913 to to 
Sept. 1918 Sept. 1919 Sept. 1919 May 1920 1926 
% 2 % % % 
General Wholesale Prices / 105.0 . -f 4.24 ~-fGRSe7 “ fina? 45e2 
Vegetable / 192.4 .f 11.65 (/ 147.50 Selec eee 
Animal Products / 81.4 f£ 10.20 £ 99.9 £104.5 £ 41.1 
Fibres and Textiles f 198.9 -— 2:54  f1OLSE = 4 e5ge9ey 7155 
Wood Products f 45.3 © f 27.56 / 182.8 “9 #45200 56.5 
Tron and its Products f 129.7 =- 17,07 ££ 90.5 “/elaero east 
Nonferrous Metals 4 48:3° ./° 5.95 f 41.8 @3heeiio fe 
Non-metallic Minerals ¢ 52.69. f 9570 0 ¢ 65.8 Oy eBags 2 7est 
Chemicals ~ 89,0 ~~ “O774>" 4 "90/477 ae FY ae 
Producers! Goods £106 of)  Ci8955. A DISS Sef feet ales 
Gonsumers! Goods ~f 65.7 - £ 12.04 f£ 97.8 . f.ta5e5 «461.2 
Building and Construction 
Materials * 53.6 $f 21642 . 4 86.5 . #1268 £ 40,2 
Raw and Partly 
Manufactured A St ¢# 7.98 f# 108.5 # 161.2 f 56.7 
Fully: and Chiefly 
Manufactured / 102.8 4 53.55 “109.8 £149.85 +/ 54.3 
Canadian Farm Products / 113.3 f£ 15.75 £146.9 £/187.4 / 59.8 
Ganadian Farm Field /f 134.8 4 15.42 417.0 £ 245.6 # 77.4 
Canadian Farm Animal f° 0 7 36.85 / 105.3 $atd + 28 
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COMPARISON OF RECENT PRICE MOVEMENTS WITH THOSE OF WORLD WAR I Conél'd 


Price Increases, 1914 to 1926 


Total 
_ War and Total 
; Early 4 Hariy 2.) (War. and 

Wartime Expansion . Expansion Expansion 1913 

1915 to Sept. 1918 191% to 1915..to to 

Sept. 1918 Sept. 1919 Sept. 1919 May 1920 1996 
Grains  # 153.6 -. 2be5T # 187.5 f£ 201.8 f 63.4 
Livestock # 100.2 - 15.88 *#. 68-4. £ 100.5 £ 3.4 
Milk me Z,. 0609. f£,:21.66, 7 11.5.7 8.4 A 89.5 


The above dates were chosen for the following reasons: 
(a) September 1918, and September 1919, for comparison with September 1945, 
and September 1946, the first full year of peace. 
(b) May 1920, as the approximate peak for the majority of series entering 
the wholesale price index | a 


The structure of prices was not nearly as greatly changed in World War II 
as in World War I. But in the earlier period there existed no general mechanism of 
price control. Thus it was possible for pressures of varying degrees to show their 
effects in price levels of varying magnitudes. Uanada's contribution in World War I, 
as a supplier of materials, was concentrated in food products, munitions and shipbuil- 
‘ding. Prices for farm products more than doubled (plus 156.7 per cent) during the = 
period of war and post-war expansion. Prices of iron and steel products doubled 
(plus 129.7 per cent) by the end of the war, then went through a temporary slump as a 
result of the curtailment of the shipbuilding and munitions programmes. The immedi- 
ate post-war reconversion period was one of price adjustment, in which varying press~ 
ures worked themselves out. Fibres and textiles dropped 14 per cent from September 
1918 to April 1919; Iron and Steel Products dropped 16 per cent; Non-Ferrous Metals 
dropped 18 per cent; Chemicals dropped 5 per cent. On the other hand Wood Products 
rose 14 per cent because of the strong demand for new housing and construction, and 
Farm Products rose too, because of the shortages in Europe. 


The eXpansion period lasted until May or June, 1920, in Canada, not quite as 
long as in the United States. European demand for food products was soon satisfied, 
especially at the high prices then prevailing. There was general apprehension with 
regard to inflation, and an early contraction in bank credit, followed by a less- 
than-expected Christmas buying volume, seemed to presage the subsequent decline. 

The contraction from 1920 to 1921 was short but severe. Underlying favourable fac- 
tors--a high level of investment in automobile assembly, road building, house buil- 
ding, plant electrification--soon brought better times. By lv26, the numerous malad— 
justments of the war period had worked themselves out, largely by way of a flexible 
mechanism of prices. The general level of prices was ubout 50 per cent above pre-war, 
and the various groups within the general composite were not far from this average. 


The story of prices in World War II is quite different. The establishment 
and maintenance of price ceilings necessarily destroyed the purely barometric function 
of prices as a measurement of underlying pressures. The outstanding evidence of this 
is that there was no immediate post-war drop in prices , this time, as there was last 
time. Perhaps there was an easing of certain pressures, for a few months, in the 
Fall of 1945, but this did not show itself in price declines as was the case immedi- 
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ately after World War I. Instead, the adjustment was by way of price increases of 
varying magnitudes,easing the existing pressures. Tne resuit, as shown by price sta- 
tistics, was that prices in generai continued upward after World War II, not suffering 
the immediate recession and re-alignment that occurred in the winter of 1910-1919. 


Another outstanding aifference between the two periods lies in their dif- 
fering group dispersions. From 1916 to September 1919, a period of four war years and 
and one year of reconversion, prite increases among the various groups ranged all 
the way from plus 41.8 per cent in the case of non-ferrous metals to plus 191.5 per 
cent in the case of Fibre and textile products. Whereas’from 1959 to September 1946, 
a period of six wur years and one year of reconversion, price increuses ranged only 
from plus 18.5 per cent in the case of chemicals to plus 65.6 per cent in the case of 
wood products. There seems to be little correlation between the extent of rise last 
tame end the extent of rise this time, with the exception of agricultural products. 
It is obvious, however that re-adjustments are still going on, and that in due course 
they will be reflected in price levels. 


Further detail on individual commodity price comparisons between the two 
war and post-war periods will be found on page 7; 
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PRICES, 1913-1946 (1926=100) 
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APPENDIX 


Construction of Wholesale Price Indexes. 


Approximately five hundred selected and carefully specified wholesale com- 
mocity prices are entered each month. They represent prices of raw and manufactured 
articles, fprodusers!’ and consumers! goods durable and non-durable goods in the several 
branches of Canadian industry. By and large, the prices are established in primary 
markets; that is, markets .where an article in its existing form is sold for the first 
time, by the producer, and generally in bulk. Of course, where there are terminal 
markets, organized exchanges or established pricing points at which the price move— 
ments are representative of prices received by the producers for commodities at a 
slightly earlier stage of handling, the price at the central point is considered ac— 
ceptable. It is not the actual price, but the percentage of increase or decrease 
through time, that is important. Prices are weighted by fixed quantities to give an 
index of form 


= Pi.Q, 

= Po & 
The weights at present are largely those of the period centering at 1926, although 
a revision to a more recent weight base is under way. The weights in the 1926 based 
indexes have been computed on the principle of "final consumption". The price of 
an article being exported receives the weight of the quantity being exported. The 
price of an article being sold domestically in finished form, ready for consumption, 
receives the full quantity-consumed weight. The principle is modified, in the case 
‘of imported materials to permit of a weight for them even though they may not be 
in final form. Domestie intermediate products are weighted only by that amount of 
them that will not be priced and weighted later in more finished form. 


Notes On Treatment, Of Certain Commodities Subject To Differentially Controlted 


nae 


Prices, Consumer And Producer Subsidies, Participation, Ete. 


Wheat. Wheat in the general wholesale price index is priced at the domestic 
level. This is $1.25, per bushel on Manitoba #l Northern at Ft. William, at the 
present time. This has been the case since September 1943. Millers pay approxi.- 
mately 77¢ per bushel themselves, the difference of 48¢ being made up to them. Flour 
for domestic use has stayed at $4.90 per bbl. for #1 Patent at Toronto since November, 
1943. The export price does not enter either Farm or General Wholesale price index. 
Wheat in the Canadian Farm Products Price Index is priced at a higher level. It con- 
sists of the prices declared in advance each year by the Wheat Board, as well as sub- 
sequent participation payments that are determined after the entire crop had been 
marketed. The record of Manitoba #lL, Northern Wheat prices entering the Canadian 
Farm Products Price Index is as follows: 

Aug.-'40 Aug.'41 Aug.'42 Aug.'43 Aug.'44 Jan.’45 Aug.'45 
July-'41, July#42 July'43 July! 44 Dec.'44 July! 45 aaa 
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Guaranteed 

Price 710 » 70 °90 1225 ewe Leo ALS ote, 
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pation 0062 obhSS 0125 lel 016 Aas se 


Total o 162 853 1.025 Lot 1.38 1.41 1.35 
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From August 1945 to July 1948, as a result of the United Kingdom Wheat Agreement, far~ 
mers will receive a guaranteed price of $1.35 per bushel on Manitoba 7L Northern. 
The guaranteed price for the next two years of the contract, 1949-1950, has yet to be 
determined. It will not. go below $1.00. Also, the amount of their participation 
cannot be finally determined uhtil the five years’ operations are concluded. 


Our price indexes include Manitoba #l, #2, and #3, Northern, and Ontario #, 
as a sample with respect to price changes through time, of approximately two hundred 
different grades of wheat. 


Milk The fluid milk prices entered in the General Wholesale price index 
for 15 citiés across Canada are prices paid to producers by creameries for milk deli- 
vered to the plants. No addition was made for the producer subsidy, which ranged 
between 25¢ and 55¢ per 100 lbs., and which was paid from September 1942 to October 
1946. Partial Subsidies in effect from December 1941 to September 1942 were not in 
cluded either. In the Canadian Farm Products Price Index, however, these producer 
subsidies were included. : 


Livestock Dominion subsidies on hogs were not included in the General 
Wholesale price index, but were included in the Canadian Farm Products price indexes. 
Provincial subsidies were not included. At the present time the Dominion subsidy, 
(which is, for example, $1.00 per head on B~l grade hogs,) is included in the Farm 
index. 


Lumber Both export and domestic prices are used in the General Wholesale 
price index, Where a preponderant proportion of any given item was exported 
before the war, only the export price was entered. In such cases, the entry of export 
prices only (exclusive of domestic prices which frequently differed by large amounts) 
was continued. Parallel procedure was adopted for lumber items mainly domestically 
used. The domestic price was continued during the war, even though a separate’ 
export price came into existence. The removal of 8% sales tax in the Spring of 1945 
did not affect the lumber price index, which was sustained by equivalent price rises. 


Pulpwood and Newsprint The bulk of both of these items is exported. The 
U.S. O.PeA. Ceiling prices for various grades of these items were used while O.P.A. 
existed and until November 8, 1946. Subsequently export prices as reported by 
Canadian Mills have been used. 


Coal Prices f.o.b. mine heads in Canada, and prices for imported coal 

being sold by large importers are included with appropriate weights. Anthracite, 
which is imported, is subsidized directly. Imported bituminous (a minor portion of 
the total consumption), is subsidized oniy if it is used by individual consumers. 
Retailers' and wholesalers!’ selling prices are fixed, and they record the quantities 
being sold to consumers. It is only upon these quantities that the importer can 
claim subsidy. The producers’ or importers? selling prices which we record have in- 
creased by moderate amounts only. We do not record prices as costs at this early 
stage of the productive and distributive process. The remoral of the War Exchange 
Tax of 10%, June 1, 1945, on imported coal was offset by increases in U.S. prices. 


Non-ferrous Metals British contracts during the war called for 75% of do- 
mestic production of copper, lead and zinc, at fixed prices. These fixed prices 
were used in the index. The free prices (export prices to the U.S.A.) on the re- 
maining portions of output were not used in the index. Silver export prices were 
entered however. These rose when the U.S. Government changed the buying price re— 
cently. At the present time there is no ceiling on Canadian silver and we use the 


. 


BS 
New York open market price, which sets the pace for the Canadian mint buying price. 


Exchange Rates. The return to par of the Canadian dollar on July 6, 1946, 
did not affect ‘the General Wholesale price index. Imports were made cheaper to 
Canadian importers but this saving was partly taken up by gradually increasing cost- 
landed prices, partly by larger profit margins needed by importers, a nd partly by re- 
duced subsidies. The General Wholesale price index eannot be used to explore these 
factors separately. It contains the prices of goods offered for sale by importers 
rather than the import prices paid by them. In a few cases (pottery, carbon black, 
crude oil and sulphur are among the few covered by our sample)—-the prices of the 
imported articles did show a temporary decline but soon regained or exceeded their 
former level. Our suell sample of export prices showed no drop in price (except red 
cedar shingles which soon came back up). Newsprint and pulp exporters apparently 
raised their U.S. prices in order to cover their reduction in terms of Canadian 
dollars realized. . 


